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Product Location Output 

Cadmium Ontario, Canada Output of new zinc plant will include about 1,000,000 pounds of cadmium annually. 

Copper Ontario, Canada More than 40,000 tons of refined copper were produced from Texas Gulf concentrates in 1970 
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by a custom smelter and refinery in Quebec, Canada. 


250,000 acres of woodland produce timber for wood products and paper pulp. 


Robe River iron ore project in which Texas Gulf has a 10.5 per cent interest will produce 8,000,000 
tons annually beginning in 1973. Major iron ore reserves at Rhodes Ridge are being evaluated. 


More than 275,000 barrels of oil and condensate and 11.6 billion cubic feet of gas were produced 
in 1970. 


More than 1,100,000 tons (net) of phosphate products are produced annually, including: phosphoric 


acid, superphosphoric acid, diammonium phosphate, granular triple superphosphate, ROP triple 
superphosphate, phosphate rock, calcined phosphate rock. 


Texas Gulf’s production of potash from these two mines in 1970 was more than 430,000 tons. 


More than 13,000,000 troy ounces were contained in Kidd Creek Mine concentrates in 1970. 


Six Frasch mines produced more than 2,300,000 tons of sulphur in 1970. 


Three plants recover more than 600,000 long tons of sulphur annually from sour natural gas. 


Lee Creek produced 670,000 tons in 1970. In Ontario, an additional 230,000 tons will be produced 
annually when the new zinc plant is in operation. 


Test mining and process development are presently underway. 


Zinc plant under construction will produce 120,000 tons of electrolytic zinc annually. 


Kidd Creek concentrator in 1970 produced more than 580,000 tons of zinc concentrates, 172,000 
tons of copper concentrates and 70,000 tons of lead concentrates. 
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Annual Meeting. The Annual Meeting of Stockholders will be 
held in the Houston Club building, Houston, Texas on Thursday, 
April 22, 1971. Notice of Meeting, Proxy Statement and Proxy 
will be sent to all Stockholders on or about March 22, 1971. 
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To Our Stockholders 


Claude O. Stephens 


Texas Gulf’s sales and earnings were 
lower in 1970 as a result of the slowdown 
in the economy and depressed prices for 
sulphur. A continued relatively high level 
of sales and earnings during a period of 
recession gave further demonstration of 
the strength of the company’s broadening 
range of resources development over the 
past decade. Despite these adverse fac- 
tors, 1970 sales and earnings were the 
fourth highest in the company’s history. 

Diversification continued in 1970, with 
expansion into several new areas, includ- 
ing iron ore. These and greatly increased 
activities in oil and gas are expected to 
provide building blocks for continued 
growth in the future. 

Sales afier smelting and refining 
charges amounted to $219,458,891 in 
1970, compared to $239,303,578 in 1969, 
a decrease of 8 per cent. Net income for 
1970 was $45,822,812, or $1.51 per 
share, compared to $61,466,584, or $2.02 
per share in 1969, a decline of 25 per 
cent. 

During the past four years, both sales 


Charles F. Fogarty 


and earnings have been at a level more 
than triple that of the first half of the 
1960's. 

In a recent survey of American indus- 
try, Texas Gulf ranked first in the non- 
ferrous metals industry in five-year 
growth in earnings per share and 20th 
among all the 600 largest companies 
surveyed. Texas Gulf was second in the 
industry in five-year growth in profitability 
based on return on equity, and 32nd 
among all companies. 

In the past decade Texas Gulf has 
grown from essentially a one product 
company to one active in finding, devel- 
oping and processing a wide range of 
natural resources. Sulphur has been and 
will continue to be an important part of 
the company’s business. 


Metals Operations 


Metals—including zinc, silver, copper 
and lead—assumed an increasingly im- 
portant role in 1970. 

Production and processing continued 


at a high level at the Kidd Creek Mine 
and Concentrator near Timmins, Onta- 
rio. Ecstall Mining Limited, Texas Gulf’s 
wholly-owned subsidiary, produced and 
processed more than 3,586,000 tons of 
ore, about the same as in 1969. Produc- 
tion included: 


1970 1969 
Copper concentrates 
(ASYS) CONN) seoac 172,000 184,000 
(short tons) 
Lead concentrates. . 70,400 93,900 


(short tons) 
Zinc concentrates 


G2% AlN) soo6s0< 582,800 582,100 
(short tons) 
SilVe Rae renee 13,023,200 13,822,000 


(troy ounces in 
the concentrates) 


The Kidd Creek Mine is a highly com- 
plex orebody. It is the world’s largest pro- 
ducer of both zinc and silver. It is also a 
substantial producer of copper and cad- 
mium. Tonnages of ore types mined 
from year to year vary with the areas 
worked. When open-pit mining is coor- 
dinated with production .from  under- 
ground mining starting in 1972, there 
will be greater control over the type and 
grade of ore produced. Quantities of 
zinc, copper or lead ores mined have 
direct bearing on final output of other 
metals. Silver values are associated 
with lead, copper and zinc concentrates 
in that order. Cadmium is associated 
with zinc concentrates. Silver, cadmium 
and other metals are recovered during 
smelting and refining operations. 

Extensive research has been conduct- 
ed in a pilot plant at Kidd Creek on the 
recovery of tin and other minerals which 
are presently going into tailings but 
which are planned to be recovered in 
the future. 

Beginning late in 1971 or early 1972, 
substantial quantities of Kidd Creek’s 
zinc concentrates will be processed in 
the new electrolytic zinc plant under con- 
struction adjoining the concentrator. The 
balance of the concentrates will con- 
tinue to be sold to outside smelters in the 
United States, Europe and Japan. The 
new plant and related facilities will cost 
more than $70 million. They will produce 
about 120,000 short tons of refined zinc, 


The Kidd Creek Mine near Timmins, Ontario is the world’s largest producer 
of both zinc and silver. It is also a substantial producer of copper, cadmium and other 
metals. In 1970 production amounted to nearly 3,600,000 tons of ore. 


230,000 tons of sulphuric acid and 
1,000,000 pounds of cadmium metal an- 
nually. Substantial quantities of silver, 
some copper and other metal values will 
also be recovered. These metals will add 
significantly to the company’s metals 
marketing activities which previously 
have been limited to the concentrates, 
copper metal and silver. 

Texas Gulf’s entry into the United 
States market will be facilitated by the 
proposed acquisition of sales contracts, 
sales and customer records, trade names 
and goodwill connected with the zinc and 
cadmium metal business of American 
Zinc Sales Company, marketing subsid- 
iary of the American Zinc Company. An 
agreement in principle was announced 
February 12 and is expected to be effec- 
tive about April 1, 1971. Several key 
employees of American Zinc Sales will 
join Texas Gulf. 


Kidd Creek underground mining facili- 
ties were under construction in 1970. The 
shaft reached a depth of more than 2,000 
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feet early this year and a winding decline 
ramp reached a length of 8,000 feet at a 
depth of 800 feet. The ramp will accom- 
modate mining vehicles and provide 
ready access to the orebody from many 
points. Both the shaft and the ramp will 
reach a depth of 3,000 feet. 

Cross.cuts into and through the ore- 
body have been made at the 800-foot 
level. Results of this work and additional 
drilling from the surface and under- 
ground have resulted in a new estimate 
of proven and probable reserves. Based 
on projected prices for the near term, re- 
serves are sufficient to continue mining 
at the present rate of 3,600,000 tons of 
ore per year for more than 25 years. This 
is in addition to the approximately 14 mil- 
lion tons produced during the first four 
years of mining. The depth of the ore- 
body and its width in some areas have 
not been delimited. 

During 1970, the last remaining out- 
side interest in the Kidd Creek Mine was 
acquired. Under an agreement with The 
Royal Trust Company, Texas Gulf and 
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(left) Schematic drawing shows plan for 
underground mining which will be 
coordinated with open-pit production at the 
Kidd Creek Mine. Early in 1971, work on the 
3,000 foot shaft reached a depth of more 
than 2,000 feet and a winding decline ramp 
reached a length of 8,000 feet at a depth 

of 800 feet. 


(right) An electrolytic zinc plant is under 
construction adjacent to the Kidd Creek ore 
concentrator. Beginning late in 1971, it is 
designed to produce about 120,000 short 
tons of refined zinc, 230,000 tons of 
sulphuric acid and one million pounds of 
cadmium annually. Substantial quantities of 
silver, some copper and other metal 

values will also be recovered. 


x 
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Ecstall acquired all right, title and interest 
in one of four 160-acre tracts over which 
the Kidd Creek Mine extends. The pur- 
chase included acquisition by Texas Gulf 
of the 10 per cent net-profits interest held 
by The Royal Trust Company as trustee 
of an estate. Purchase price of $27.5 
million (Canadian) included accrued net- 
profits royalties of about $5 million which 
had not previously been paid. 


Metals prices retreated somewhat in the 
latter part of 1970 from the higher levels 
prevailing earlier in the year. Despite the 
slowdown in the economy, the demand 
for concentrates and metals continued 
to be generally good and the long-range 
outlook excellent. The price of prime 
western zinc, which had increased from 
14¢ to 15%2¢ a pound in 1969, eased dur- 
ing the second half of 1970 to 15¢. Early 
in 1971 the traditional f.o.b. East St. Louis 


price was changed to a delivered basis 
which resulted in a further minor drop in 
revenues to the zinc smelters. Copper 
prices in 1970 first advanced and then 
fell back for the first time in six years. 
Canadian copper prices (lower than those 
in the U.S.) increased to 59¢ a pound 
(Canadian) on March 1, 1970, but were 
lowered to 57.3¢ a pound in October and 
54¢ a pound in December. The price of 
lead held at 16%2¢ a pound until July, 
then declined to a realized price of 13/2¢ 
a pound. Silver prices during the year 
fluctuated between $1.88 and $1.62 an 
ounce. 


Metals Outlook 

The non-ferrous metals industry is look- 
ing with confidence toward 1971, despite 
the lower rate of growth in consumption 
during 1970. The slowdown followed the 
exceptionally rapid growth of 1968-69, 


Superphosphoric acid production at the 
Lee Creek Mine in North Carolina was 
expanded with the completion of an 
additional unit in 1970. The trend toward 
increased use of liquid fertilizers continued. 


and was related to the reduced rate of 
general economic expansion in the 
world, and in the United States in par- 
ticular. 

An upturn in copper use is expected in 
the United States particularly in the 
housing, automotive, electric power and 
communications industries. Free World 
primary copper consumption in 1970 in- 
creased 0.3 per cent from 6.29 to 6.31 
million short tons. Production increased 
by 4.5 per cent from 6.5 to 6.8 million 
tons. 

Free World slab zinc consumption in 
1970 amounted to 4.37 million short tons, 
about 4 per cent below the record level 
of 4.56 million tons in 1969. A major fac- 
tor in the drop in zinc consumption was 
the 15 per cent decline in the United 
States, as a result of measures to curb 
inflation and of the General Motors strike. 
Free World zinc slab production declined 
by 1.5 per cent from 4.51 million short 
tons in 1969 to 4.44 million tons in 1970. 

Consumption of industrial silver in the 
Free World fell 1.9 per cent from 364 
million ounces in 1969 to 358 million 
ounces in 1970. New production 
increased by 0.1 per cent from 246.4 
million to 246.6 million ounces. Silver 
production remains far below levels of 
consumption, and an upturn in the United 
States economy is expected to increase 
demand. 

Total consumption of refined lead in 


the Free World in 1970 was 3.5 million 


short tons, up 0.5 per cent over the 3.48 
million tons in 1969. Free World refined 
lead production increased 3.5 per cent 
from 3.6 million short tons in 1969 to 3.7 
million tons in 1970. 

Cadmium consumption declined in 
1970 and prices fell. Worldwide produc- 
tion of cadmium metal decreased by 
about 11.5 per cent to an estimated 13.8 
thousand short tons; consumption, how- 
ever, declined at an even faster rate. 


Chemical and Agricultural 
Operations 


Production of chemical and agricultural 


products in 1970, compared with 1969, 
included: 


(short tons) 1970 1969 
Diammonium phosphate 116,800 121,900 
70% Phosphoric acid .. 121,400 87,200 
54% Phosphoric acid... 435,100 439,700 


Potashakmey ier cra. 430,800 440,100 
Sulphur (long tons) ....2,955,500 3,043,700 
Triple Superphosphate . 182,000 243,700 


During 1970, phosphate and potash 
operations were combined to form the 
Agricultural Division with headquarters 
in Raleigh, North Carolina. 


Fertilizer Outlook 

A note of cautious optimism brightened 
the outlook for fertilizers during 1970. 
With growing world markets, supply and 
demand of phosphate products moved 
toward a closer balance. Regulations by 
the Provincial Government of Saskatche- 
wan contributed to greater stability in 
the North American potash industry. 

Preliminary figures show that world 
consumption of phosphate fertilizers in- 
creased by almost 4.6 per cent during 
fertilizer year 1969/70, from 21.4 to 22.4 
million short tons. World phosphate fer- 
tilizer production rose by 4.4 per cent 
to an estimated 22.6 million short tons. 

The potential supply of potash con- 
tinued to exceed demand, although world 
consumption during fertilizer year 1969/ 
70 rose by an estimated 8.3 per cent, 
from 16.3 to 17.6 million tons. The largest 
increase in consumption—12.6 per cent 
—was in the United States. 

World production of potash rose by 
about 5 per cent to an estimated 18.6 
million tons of which 2.7 million tons was 
produced in the United States and 3.6 
million tons in Canada. 


Superphosphoric acid production at the 
Lee Creek Mine in North Carolina was 
expanded with completion of an addi- 
tional plant in mid-1970. New efficiencies 
were effected in the phosphate operation. 

A small-scale pilot plant for producing 
nitrogen-phosphate base fertilizer solu- 
tion (10-34-0) has been built at Lee 
Creek. It will be used to demonstrate 
production techniques and is part of a 
program to provide increased technical 


services to customers for liquid fertiliz- 
ers, including both phosphates and 
potash. 

The North Carolina State Board of 
Water and Air Resources postponed the 
effective date of a proposed.permit 
which would limit the use of water at 
Lee Creek Mine. This extension of time 
will permit the state’s new consultant to 
review the ground water situation in the 
area. A report by a board of consult- 
ants including state and industry repre- 
sentatives is scheduled to be made in 
September, 1971. In the meantime, the 
company continues to monitor regularly 
effects of pumping water from the dry 
open pit. After several years of operation, 
no harmful results have been indicated. 
In all Lee Creek operations, extensive 
precautions have been taken to prevent 
both water and air pollution. They con- 
tinue to meet or exceed government 
standards. 


Solution Mining of Potash. The Cane 
Creek Mine near Moab, Utah is being 
converted to solution mining. Extensive 
research and pilot testing indicate this 
should be a more economical method of 
mining. Conversion to the new method is 
scheduled to be completed in late 1971. 
The solar evaporating and flotation proc- 
esses will provide materials for the grow- 
ing soluble fertilizer market. 

Allan Potash Mines, Saskatchewan, 
Canada, in which Texas Gulf has a 40 per 
cent interest, operated very satisfactorily 
during the year. Under restrictions im- 
posed on the industry by the Saskatche- 
wan government, the Mines were granted 
1970/1971 allotments to operate at an 
average rate of 44.5 per cent of annual 
Capacity of 1.5 million short tons. 


Sulphur production exceeded consump- 
tion for the third consecutive year. How- 
ever, Free World consumption of sulphur 
increased at a faster rate than production 
in 1970 for the first time in five years. 
Total Free World consumption of sulphur 
in all forms in 1970 reached a new record 
of 29.2 million long tons, compared to 
27.8 million in 1969. This represented an 
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Allan Potash Mines near Saskatoon, Saskatchewan, Canada is 40 per cent owned by 
Texas Gulf. Allan has an annual capacity of 1.5 million tons. During 1970, the mines 
operated very satisfactorily. The Provincial Government limited production of all 
mines in Saskatchewan to less than 50 per cent of capacity and established a floor 

for potash prices of about $20 (U.S. funds) per ton. 
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increase of 5.3 per cent, considerably 
higher than the historical long-range 
growth rate of 4 per cent. In the United 
States the 1970 increase was 3.2 per cent. 

A significant factor in reduced growth 
of total Free World sulphur output was 
curtailment of production from Frasch 
mines in the United States and Mexico. 
This was more than offset by increases 
from Canada and Poland. The Free World 
imported about 1.3 million tons of ele- 
mental sulphur from the Communist Bloc, 
mainly Poland. Production of by-product 
sulphur recovered from natural gas in 
western Canada continued to soar. As a 
result of greatly increased gas exports to 
the western United States, Canadian sul- 
phur output doubled between 1967 and 
1969 and there was a further increase of 
13.8 per cent in 1970 to a total of 4.2 
million long tons. Western Canada be- 
came the world’s largest exporter of sul- 
phur in 1970, and an estimated 970,000 
tons of Canadian sulphur was shipped to 
the United States. By October, 1970, 
the price of Canadian sulphur had 
dropped to less than a third of prices 
realized in 1968. 

Frasch sulphur output in the United 
States amounted to about seven million 
long tons in 1970, a decrease of 0.9 per 
cent. In Mexico, Frasch production de- 
creased by 21 per cent, from 1.6 million 
tons in 1969 to 1.3 million tons in 1970. 
Seven Frasch mines in the United States 
have discontinued or suspended opera- 
tions since November, 1969. Included 
was Texas Gulf’s mine at Gulf, Texas 
which was reactivated in 1965 during the 
sulphur shortage. This mine is owned out- 
right by the company and can again be 
reactivated when economic conditions 
warrant. Most of the mines closed in 1970 
had been brought into production to 
help alleviate the critical shortage of sul- 
phur which lasted for five years in the 
mid-1960s. 


Mexico. Early in 1971, Texas Gulf’s Mex- 
ican affiliate, Compania Exploradora del 
Istmo (CEDI) completed construction and 
started operating a Frasch sulphur facil- 
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Frasch sulphur mine at Texistepec, Mexico began operating early in 1971. 
It is owned by Texas Gulf’s Mexican affiliate, Compania Exploradora del Istmo (CEDI), 
in which TG has a 34 per cent interest. 


Sulphur recovery plant in the Hunter Valley-Burnt Timber area of Alberta, Canada 
began operations in mid-August, 1970. Texas Gulf has a 20 per cent interest in 


this plant which is producing at a rate of 40 million cubic feet of gas and 120 long 
tons of sulphur per day. 
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ity at Texistepec, in the state of Vera Cruz, 
Mexico. In view of the larger reserves and 
greater economies of operation at Texis- 
tepec, the smaller mine at nearby Nopa- 
lapa has been discontinued. Texas Gulf 
has a 34 per cent interest in CEDI. 


In Alberta, Canada, Texas Gulf’s sulphur 
production and inventories increased at 
sulphur recovery plants at Okotoks and 
Whitecourt. In mid-August a new sulphur 
recovery plant began operations in the 
Hunter Valley-Burnt Timber area. Texas 
Gulf has a 20 per cent interest in this 
plant which is producing at the rate of 40 
million cubic feet of gas and 120 long 
tons of sulphur per day. 


Outlook for Sulphur 

In assessing the long-term outlook for 
sulphur, there have been many specula- 
tive estimates on the amount of sulphur 
that might become available if sulphur 
could be economically recovered from 
smoke-stack gases and other sources. 
It is still too early to determine whether 
or how soon any of the presently known 
methods can be made to work on an 
industrial scale. It could well be that by 
the time any of these methods are proven 
workable, new sources of sulphur will 
be needed to supply the constantly 
growing market demand and to keep the 
United States from becoming largely de- 
pendent on imports. 

The long-range outlook for sulphur 
use continues to be excellent. Industrial 
progress depends on increased con- 
sumption of sulphur which is used in the 
production of nearly every product asso- 
ciated with our daily lives. 

Fifty per cent of sulphur is presently 
used in the manufacture of fertilizers. 
The latest estimates of growth in fertilizer 
use—while not as high as the growth 
rates of the 1960’s—would indicate a 
growth in sulphur use of 4.7 per cent per 
year, compared to the historical growth 
rate of 4 per cent. Most of the balance of 
sulphur consumption is in making sul- 
phuric acid which is the workhorse of 
the chemical industry. 
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Map shows Gulf of Mexico area offshore Louisiana in which Texas Gulf and 
partners successfully bid on eight tracts in the Federal Government’s oil and gas 
lease sale in December, 1970. 


(right) Texas Gulf has a 25 per cent interest 
in a gas discovery in Block 144, West 
Cameron, offshore Louisiana. Initial produc- 
tion in the range of 80 to 100 million cubic 
feet per day will begin in mid-1971. 
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| lle de France, a five-leg jackup drill rig, 

is drilling offshore the west coast of the 

| Malagasy Republic. Texas Gulf is earning a 
20 per cent interest in a permit covering 
about eight million acres including 
numerous large offshore structures. 


Oil and Gas Operations 


Oil and gas production was Texas Gulf’s 
first diversification from a single product 
company. Historically, oil and gas have 
played an important part but made a 
relatively minor contribution to total rev- 
enues and earnings. It will be clear from 
the review of 1970 developments in ex- 
ploration that oil and gas will have a 

much larger role in the future. 
Oil and gas production in the United 

States and Canada included: 
1970 1969 


Oil (thousands of bbls.) 277 304 
Gas (million cubic feet) 11,646 10,657 


Exploration—Oil and Gas 


Worldwide headquarters for Texas Gulf’s 
oil and gas exploration are in Houston, 
Texas. 


Gulf of Mexico. Texas Gulf and three 
partners, each with a 25 per cent interest, 
submitted successful bids on eight tracts 
in the Federal Government’s oil and gas 
lease sale in the Gulf of Mexico, offshore 
Louisiana, on December 15. 

Excellent positions were obtained on 
six large potential structures. Texas 
Gulf’s share of the bid was $15,390,000. 
Texas Gulf’s partners in the bidding 
group are Phillips Petroleum, Skelly Oil 
and Allied Chemical, with Phillips as the 
operator. 

The total of bids in the December sale 
was the highest in history—$2.88 billion, 
compared to $1.67 billion in the Alaskan 
North Slope sale. The total of bids ac- 
cepted amounted to $850 million. 

Texas Gulf also has a 25 per cent 
interest in a gas discovery in Block 144, 
West Cameron, offshore Louisiana. Dur- 
ing 1970, several wells were completed 
as good producers. Initial production is 
expected to be in the range of 80 to 100 
million cubic feet per day. Contracts for 
the sale of gas have been signed and 
production will begin in mid-1971, with 
Skelly Oil Company as the operator. The 
Federal Power Commission in orders 
issued October 27 and December 24, 
1970 temporarily increased the ceiling 


for rate filings to 26 cents per thousand 
cubic feet of gas produced under con- 
tracts dated after October 1, 1968. This 
price ceiling would apply to Block 144. 


Senegal. In Senegal, West Africa, Texas 
Gulf is engaged in exploration for oil, gas 
and sulphur in partnership with Com- 
pagnie Francaise des Petroles (CFP). 
Through 1970, TG had earned about a 27 
per cent interest in hydrocarbon and sul- 
phur permits. Two test wells drilled on 
separate structures encountered good oil 
shows, but rough weather hampered 
operations of the drill rig on a confirma- 
tion test well. A drilling vessel will be- 
come available in March, 1971 to continue 
the confirmation drilling program. 
Malagasy Republic. Texas Gulf is earn- 
ing a20 per cent interest in a permit cov- 
ering approximately eight million acres 
which include numerous large offshore 
structures off the west coast of the Mala- 
gasy Republic. Partners in this venture 
are CFP and Standard Oil Company of 
New Jersey, each with a 40 per cent 
interest. Geophysical evaluation of this 
area indicated favorable structures for 
the accumulation of hydrocarbons. Late 
in 1970, a large jackup drill rig, the lle de 
France, began drilling on the first well 
30 miles offshore. At least two more tests 
on equally large structures are planned 
TOMI 97 1), 


Exploration—Minerals 


Worldwide headquarters for minerals ex- 
ploration is in Toronto, Canada, with 
regional offices in Denver, Colorado and 
Calgary, Alberta. The overall program 
was expanded in 1970 in Canada, the 
United States and Africa. During the 
winter an extensive drilling program in 
Western Ontario was started. 


Exploration—Australia 


In Western Australia, Texas Gulf’s wholly- 
owned subsidiary, Australian Inland Ex- 
ploration Company, resumed drilling on 
anomalies in the Mons Cupri area. Other 
active explorations continued for base 
metals and special emphasis is now be- 
ing directed to coal and bauxite. 


Texas Gulf a Partner in Major 
Iron Project in Australia 


Texas Gulf has a 10.5 per cent interest 
in a $300 million iron ore project at Robe 
River in the West Pilbara region of West- 
ern Australia. United States, Australian 
and Japanese interests were brought 
together to make this project one of the 
largest ever undertaken in Australia. 
Plans for international financing of the 
project were announced in June, 1970, 
and construction work began immedi- 
ately. Major facilities will include a 100- 
mile railroad from the area of the iron 
ore reserves to Cape Lambert on the 
Indian Ocean, a port, two townsites, an 
ore preparation and pelletizing plant, and 
a power plant. 

Australian interests represent owner- 
ship of 40 per cent of the project. The 
Mitsui Company of Japan has a 30 per 
cent interest, and a group of Japanese 
steel companies will buy 158 million tons 
of iron ore pellets and sintering fines 
under long-term contracts. 

The U.S. portion of 30 per cent of the 
project is held by Cliffs Western Austra- 
lian Mining Co. Pty. Ltd., which will man- 
age the project. The Cleveland Cliffs 
Iron Company owns a 53 per cent inter- 
est in this company and Texas Gulf owns 
35 per cent. Two major U.S. banks are 
other participants. 

The Robe River project is scheduled 
to make its first shipment in mid-1972, 
to reach an annual production rate of 
eight million tons in 1973 and to produce 
over ten million tons per year by 1975, 
with further increases in production 
planned. 


Rhodes Ridge is Another Major 
Iron Ore Reserve 


Following an agreement made with Han- 
cock and Wright of Perth, Western Aus- 
tralia, in January, 1970, Texas Gulf 
conducted extensive drilling and evalua- 
tion work during the year on another 
area of major iron ore reserves in the 
Hamersley Range of Western Australia. 
More than 400 holes were drilled with a 
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total footage of more than 85,000. A de- 
posit was outlined with an indicated ton- 
nage of more than one billion tons of 
better than 60 per cent iron. 

Evaluation work and engineering fea- 
sibility studies in the Rhodes Ridge proj- 
ect are being carried out. Metallurgical 
test work is in progress at laboratories 
in Adelaide, South Australia, and at labo- 
ratories in the United States, including 
the Colorado School of Mines Research 
Institute. 

Rights to develop the Rhodes Ridge 
reserves are subject to negotiation with 
the government of Western Australia. 


Research and Engineering 
Progress in 1970 


The corporate research and engineering 
department has continued to place major 
emphasis on studies to maintain the 
highest standards of environmental 
control. Other major projects in 1970 
included design and engineering and’ 
construction of the zinc plant at Timmins 
and design work for the trona processing 
facility at Black’s Fork near Green River, 
Wyoming. In the trona project under- 
ground mining equipment was tested. 
with favorable results. 

Much is being done to find effective 
agents which will remove the acidic ox- 


ides of sulphur and nitrogen from stack . 


gases of large power generating stations 
fueled with coal or residual oil. Recent 
work by the Bureau of Mines has demon- 
strated that trona is chemically effective 
in stack gas treatment processes. Use 
of the very large United States reserves 
of high-sulphur fuels will require the 
widespread application of stack gas 
treating methods in the coming years. 
Trona is a promising answer to this prob- 
lem which merits much research effort. 


Organization Changes. Dr. Guy T. Mc- 
Bride, Jr., formerly vice president, phos- 
phate operations, became president of 
the Colorado School of Mines, Golden, 
Colorado. The company is honored that 
Dr. McBride has been chosen for this 


INDIAN OG EAN 
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Portable drill rig in operation in the Rhodes 
Ridge area in the Hamersley Range in 
Western Australia, where iron ore reserves 
are being investigated. More than 400 
holes have been drilled, outlining a deposit 
with an indicated tonnage of more than one 
billion tons of better than 60 per cent iron. 


important position. H. V. W. Donohoo, 
formerly vice president, potash opera- 
tions, became vice president of the newly 
formed Agricultural Division with head- 
quarters in Raleigh, North Carolina. David 
C. Edmiston, ur., formerly assistant gen- 
eral manager of phosphate operations, 
was named general manager. John H. 
Wiley was appointed manager of market- 
ing of the Agricultural Division. 

Kenneth J. Kutz, assistant to the pres- 
ident, was assigned responsibility for the 
company’s Australian iron ore ventures. 
Arnold F. Zemanek, assistant general 
manager of the Frasch Sulphur Division, 
retired after 41 years of service in charge 
of sulphur production. Frank R. Moulton, 
Jr., was named general manager, oil and 
gas exploration and production. The 
company suffered a great loss with the 
death of Herbert R. Miller, vice president 
of the Sulphur Export Corporation. 


Legal. The civil suit brought by the SEC 
almost six years ago claiming violations 
of federal securities law in connection 
with the exploration which led to discov- 
ery of the Kidd Creek Mine is now on 
appeal to the United States Court of 
Appeals for the Second Circuit. 

The three cases in which damages 
were awarded to former shareholders in 
the U.S. District Court in Utah are now on 
appeal to the Court of Appeals for the 
Tenth Circuit. Most of the remaining 
shareholder cases are before Federal 
District Judge Bonsal in New York, who 
has set a trial date of May 17, 1971 ina 
class action covering plaintiffs who claim 
to have sold shares prior to 10:55 A.M. 
on April 16, 1964 in reliance on the April 
12 press release. 

As noted on pages 6-8 of this report, 
the last remaining outside interest in the 
Kidd Creek Mine was acquired in 1970, 
and this terminated the litigation which 
had been filed in Canada concerning 
title to the property. 


Dividends. Regular quarterly dividends 
of 15 cents per share were paid on March 
16, June 15, September 15, and Decem- 
ber 15, making a total of 60 cents per 
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share in 1970 compared with 55 cents 
in 1969. On February 4, 1971 the board 
of directors declared a regular dividend 
of 15 cents per share payable March 15, 
1971 to stockholders of record on Febru- 
aly 16, 19712 


We would like to take this opportunity 


to express Our sincere appreciation to all — 


Texas Gulf employees, stockholders, 
customers and community neighbors for 
their interest and support throughout the 
year. 


Respectfully submitted, 


ag ee 


Claude O. Stephens, Chairman 


Construction of a service wharf at Cape 
Lambert is part of the development of the 
' $300-million Robe River iron ore project 
in Western Australia. Work on other major 
facilities progressed rapidly in 1970. 


hate Sie 


Charles F. Fogarty, President 


March 8, 1971 


Financial Review 


Earnings 


During 1970 metals income before in- 
come taxes was somewhat higher than 
1969, reflecting continued capacity op- 
erations at the Kidd Creek Mine. 

The adverse trend in sulphur income 
was due primarily to falling prices. The 
average net realization f.o.b. mines in 
Texas for 1970 was down nearly 30 per 
cent from the previous year. Despite 
this, Texas Gulf’s Frasch sulphur opera- 
tions made a significant contribution to 
earnings. Sulphur recovered from sour 
gas in Canada remained profitable, but 
at a greatly reduced rate. 

Results from agricultural operations 
in the United States were much better 
than in 1969, but overall were still not 
profitable. The company’s interest in 
Allan Potash Mines in Canada showed 
a profit. 


Sales 


Metals and fertilizers sales increased, 
but these gains were more than offset by 
weakness in sulphur prices. Sulphur 
tonnage sold was about 100,000 tons 
less than the previous year. 

Tonnage sales of potash increased 
over 1969. Net realizations were higher 
because of the production stabilization 
program of the Saskatchewan govern- 
ment. Significant increases were ac- 
complished in the sale of specialized 
high analysis phosphate fertilizers which 
yield greater profit margins. 

Although zinc and copper prices were 
higher on the average for all of 1970, by 
year end there had been price declines. 
Zinc is the primary metal tonnage and 
revenue earner from Kidd Creek. Copper 
is much smaller in tonnage, but the 
higher prices for copper make it a close 
second to zinc in net sales return. 


Costs and Expenses 


Metals operating costs were moderately 
higher, including an accelerated mainte- 
nance program particularly on open-pit 
mining equipment. The costs for potash 
declined from the year earlier, even 


though tonnage sold increased. This is 
in part because of the lower cost of pro- 
duction from Allan Mines. 

Income taxes included an accrual for 
Canadian taxes on the Kidd Creek Mine. 
The three year Canadian tax exemption 
for new mines expired in 1969. Prior 
years, however, had included accruals 
for United States taxes on that income 
at the lower effective rate for Western 
Hemisphere Trade Corporations. 

Income taxes payable were abnor- 
mally high at year end due to the per- 
mitted deferral of payment during 1970 
of that year’s taxes in Canada. These 
taxes must be paid early in 1971 as well 
as those for current payments with re- 
spect to 1971. In effect taxes will be paid 
for two years in 1971, with the company 
having had the use of the cash for in- 
vestment in 1970. This has not affected 
the treatment of income tax expense in 
corporate earnings. 


Capital Expenditures 


Capital expenditures for 1970 amounted 
to about $100,000,000, more than double 
those for the previous year. Approxi- 
mately $32,000,000 was invested at 
Kidd Creek on construction of the zinc 
plant and underground development. 
About $7,000,000 was spent on fertilizer 
projects. Loans of more than $8,000,000 
were made to the company’s Mexican 
affiliate to complete the Frasch sulphur 
plant at Texistepec. The $27,500,000 
(Canadian) for purchase of the last re- 
maining outside interest in the Kidd 
Creek Mine was another major item. 

Exploration expenditures in 1970 were 
substantially higher and totaled ap- 
proximately $19,000,000. Included is 
$3,077,995 paid in December as one- 
fifth of the company’s share of success- 
ful bids on gas leases offshore Louisiana. 
The balance of $12,311,978 was paid in 
January, 1971. 

Capital expenditures for 1971 were bud- 
geted at a higher figure, $125,000,000. 
About half of this amount was scheduled 
to be spent at Kidd Creek, and explora- 
tion projects were estimated to increase 


over 1970. Texas Gulf’s share of the Robe 
River iron project in Australia will be 
about $15,000,000 during 1971. 


Financing 


In February 1970, $10,000,000 was re- 
paid on term notes with banks, and 
$20,000,000 was repaid in February 
1971, reducing the total outstanding on 
those loans to $40,000,000, half the orig- 
inal amount. This balance is repayable 
in two equal annual installments in Feb- 
ruary of 1972 and 1973. In addition, re- 
payments amounting to $2,750,000 were 
made on the 4.7% notes, reducing the 
outstanding balance at year end to 
$52,250,000. 

Revolving credits for Euro-dollars were 
available at a commitment fee of Y2 % of 
the unused portion. The total amount of 
such credits available was increased to 
$35,000,000 during the year, which pres- 
ently is sufficient to afford compliance 
with United States regulations on foreign 
investments through 1972. Under these 
revolving credits $7,000,000 was _ bor- 
rowed in 1970, increasing the balance 
outstanding to $12,100,000 at year-end. 

Consolidated in 1970 for the first time 
is Texas Gulf Potash, the subsidiary 
which owns the company’s interest in 
Allan Potash, including its long-term debt 
with insurance companies. This debt is 
non-recourse to the parent company, but 
the loan agreement does contain finan- 
cial restrictions on the subsidiary. The 
original amount outstanding totaled 
$20,000,000 and equal semi-annual re- 
payments of $500,000 each began on 
July 31, 1970. 

Despite the excellent cash generating 
ability of present operations, it is evident 
that the capital expenditure program for 
1971 is of such magnitude that internally 
generated funds plus liquidation of the 
portfolio of short-term cash investments 
will not be sufficient to meet the needs 
of the program. External financing is 
under study and no difficulty is antici- 
pated in arranging appropriate financing 
for all requirements. 
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Texas Gulf Sulphur Company and Consolidated Subsidiaries 


Consolidated Balance Sheet 


ASSETS 


Current Assets 


Grohs) ghee TES 6.5. 6 vob SRE ee eae tot Oana tis Oe 


Short-term cash investments, at cost which 


approximates Market 2.0 cio scence ence eee 


Accounts receivable, less allowance of 


$1,014,337 in 1970 and $896,640 in 1969—..— 3... 


Inventories of minerals and products at lower 


ofeaverage Cost Or Markeive? cece ee ee eee 
Materials and supplies at average COSt ...............005. 


Total'CurrentLAsSsetsea. soe se ee ae 


Investments, Advances and Other Assets 
Securities of and advances to unconsolidated 


SUISSICIEINS Elael EMMIS ccncoccccoccucnsvocunouboove 


Advance payments relating to the Utah potash 
property less amortization of $1,249,200 in 


1970-and: $832; 800; im 1969s er eee ee 
Recoverables kederalsincomertaxeS marie ea enna ee 


Property, Plant and Equipment at cost 


Lands, contract rights:and development-.27 se ere 
Plants, buildings, machinery and equipment .............. 


Less accumulated depreciation and amortization .......... 


Unproven properties and exploration projects, 
less reserve for exploration costs of 


$6,994,588 in. 1970 and $6,478,151, Img 1969e ee rem ene 


See accompanying notes to consolidated financial statements. 


December 31 
1970 


$ 13,438,099 


56,932,894 


44,798,667 


57,906,295 
9,093,293 


182,169,248 


22,403,777 


11,683,737 
6,050,000 
9,273,925 


45,411,039 


165,176,174 
344,489,177 


509,665,351 
134,887,816 


374,777,535 


44,651,927 


419,429,462 
$647,009,749 


December 31 
1969 


$ 13,035,578 


109,962,896 
45,856,872 


49,240,321 
8,074,666 
226,170,333 


20,415,633 


12,730,073 


6,659,019 
39,804,725 


128,015,733 
285,082,721 


413,098,454 
119,308,204 


293,790,250 


16,425,145 
310,215,395 
$576,190,453 


LIABILITIES AND STOCKHOLDERS’ EQUITY 


Current Liabilities 
amentsoonion Ol MOleS Ppayable-ae.... a... ces. ee 
Accounts payable and accrued liabilities ................. 
Bier mtaX CS: DAVADIC ter jm tain aie a Sts cicie' sales oles aos 
AC MLAXCSIOAVADIC et crepe dcctcians Gre ee cee save dere w Been sare 
Deferred income taxes applicable to current assets ........ 


MotaleG Urrent: abies es es ox alae aw acon. 6 


Notes Payable, less current portion 
Euro-dollar notes under revolving credit agreements ....... 
PROAIIO LCS POC Os cor nee creer avegeuee ai slay ayieper'e lo wta hehe ls aaa ayeue 
Br POMMOL OS CUC WIG 9.22 Ses Bore tee ous Bot ocincce daa. lei evendaone 
Sm ovennoOlcs, GUE A9SOAOL-a SUDSIGIArYy)) 0. fs. oc oe weet 


Deferred Income Taxes 


Stockholders’ Equity 
Capital stock, without par value—Authorized 45,000,000 
shares; issued as follows: 


1970 1969 
Outstanding 30,386,007 30,386,007 
In treasury 4,173,993 4,173,993 
Issued 34,560,000 34,560,000 


Contributed capital from sale of treasury stock ............ 
Retained earnings, invested in the business .............. 


BESs COS OMilOasury SiO nic oh ae koh ceate © fe vite ara a catet 


SIOGKHOIGETS @EGUN Vier. scare cs ai sass lo oR esol nak ces 


December 31 
1970 


$ 23,950,000 
31,475,138 
28,536,477 

1,384,612 
6,618,693 


91,964,920 


11,900,000 
40,000,000 
49,500,000 
18,500,000 


119,900,000 


63,099,978 


26,175,000 
903,175 
370,475,599 


397,553,774 
25,508,923 


372,044,851 
$647,009,749 


December 31 
1969 


$ 14,115,293 
23,474,159 
5,373,355 
1,423,982 
6,316,956 


50,703,745 


5,096,120 
60,000,000 
52,250,000 


117,346,120 


63,686,945 


26,175,000 
903,175 
342,884,391 


369,962,566 


25,508,923 


344,453,643 
$576,190,453 
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Texas Gulf Sulphur Company and Consolidated Subsidiaries 


Consolidated Statement of Income and Retained Earnings 


GOSS Sales sk a ee ee lea ete et 


Less zinc and lead smelting and refining charges .......... 


Royalties, Interest and Other Income .................... 


Costs and Expenses 
Operating, delivery and other related costs and expenses, 


IAC IUCN CG EXO Lato tipster eee ae near tee Cero oo Stas 
Selling, general and:admimistrative 4 s.s96 a oo ee een 
NGL) (212) Gea RRP sys aes UNIO G Ruste OO cea AiG 65 


See accompanying notes to consolidated financial statements. 


Year ended 
December 31 
1970 


$283,046,668 


63,587,777 


219,458,891 


10,867,626 


230,326,517 


143,059,403 
11,649,286 
7,945,016 
22,250,000 


184,503,705 


45,822,812 


342,884,391 


388,707,203 
18,231,604 


$370,475,599 


> 1.51 
$ .60 
30,386,007 


Year ended 
December 31 
1969 


$301,769,167 


62,465,589 
239,303,578 


10,759; 747A 
250,063,349 


147,573,800 
11,800,724 
6,872,241 
22,350,000 


188,596,765 
61,466,584 


298,130,111 
359,596,695 


16,712,304 
$342 ,884,391 


$ 2.02 
Ds tS 
30,384,352 


Texas Gulf Sulphur Company and Consolidated Subsidiaries 


Funds Statement 


Year ended Year ended 
December 31 December 31 
1970 1969 
Funds were provided from 
RC UCONN mer rate iit enc tthe ran a Poaedcts ioc & os Se ac $ 45,823,000 $ 61,467,000 
Charges to income not involving working capital 
Depreciation and amortization and exploration 
COGS Cin (lOlY.Cals am cesta cwrceheren ics oleate ee skis a hue 16,154,000 18,313,000 
BCLC HCC MAKES Metra tat geeteet ost ale ee eae BN was) ( 587,000) 6,064,000 
Foreign tax credit carryback earned in 1970— 
included in recoverable Federal income taxes......... ( 2,800,000) = 
MONE THILO INS INC Uke eae cao hn coe Cokin ee ok ake Gee Ce bane Ad 958,000 2,992,000 
59,548,000 88,836,000 
RE SINOMEO UTINCC) ASSCLSioey 8 te ere is Mics nen er Puts oa. a Sa costas 3,022,000 2,742,000 
Increase in non-current notes payable................... 6,504,000 5,961,000 
BON ONEC AD MCIESIOG Karn acute en cae ake coast we Ae naw tc _ 151,000 
69,074,000 97,690,000 
Funds were required for 
Purchase of non-current assets 
Additions to property, plant and equipment.............. 100,158,000 31,092,000 
Additions to investments, advances and 
other assets over amounts liquidated................ 11,996,000 13,573,000 
Portion of notes payable due within one year 
tramsrenked (tO. CUMEMEMADINITIOS «a. rst. wpciie ser dueeel a 3/0 eee 23,950,000 14,115,000 
MAO TIG Sane ese er eae shh es use a Ae» Hakas sre 18,232,000 16,712,000 
154,336,000 75,492,000 
Resulting in an increase (decrease) in working captital of. . ($ 85,262,000) $ 22,198,000 


Excluded from the Funds Statement are increases in long term debt ($20,000,000) and property, plant and equipment 
($28,231,000) and a reduction in investments, advances and other assets ($8,231,000) resulting from the consolidation of 
Texas Gulf Potash Company for the first time in 1970. 


See accompanying notes to consolidated financial statements. 


Accountants’ Report 


Peat, Marwick, Mitchell & Co. 
CERTIFIED PUBLIC ACCOUNTANTS 
345 PARK AVENUE, NEW YORK, NEW YORK 10022 


To the Stockholders of Texas Gulf Sulphur Company: 


We have examined the consolidated balance sheet of Texas Gulf Sulphur Company and consolidated subsidiaries 
as of December 31, 1970 and the related statement of income and retained earnings and the funds statement for the 
year then ended. Our examination was made in accordance with generally accepted auditing standards, and accord- 
ingly included such tests of the accounting records and such other auditing procedures as we considered necessary 
in the circumstances. 

In our opinion, the accompanying consolidated balance sheet and consolidated statement of income and retained 
earnings present fairly the financial position of Texas Gulf Sulphur Company and consolidated subsidiaries at Decem- 
ber 31, 1970 and the results of their operations. for the year then ended, in conformity with generally accepted 
accounting principles applied on a basis consistent with that of the preceding year. Also, in our opinion, the 
accompanying funds statement for the year ended December 31, 1970 presents fairly the information shown therein. 


Jat, Vferuech) Yetehill le 


March 2, 1971 
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Notes to Consolidated Financial Statements 


1. The consolidated financial statements include the 
accounts of the Company and all of its significant wholly- 
owned subsidiaries. Exploration subsidiaries, previously 
carried at equity and classified as exploration projects in 
prior years, were consolidated for the first time in 1970. 
This change has no effect upon the comparability of the 
financial statements. 

Additionally, Texas Gulf Potash Company, a wholly- 
owned subsidiary which commenced operation during 
the current year has been consolidated in 1970. It was 
not deemed appropriate to restate the 1969 balance sheet 
in which this subsidiary was carried as an investment, 
since it was inactive prior to 1970. 

Investments and advances to unconsolidated subsid- 
iaries and affiliates include advances to Compania Explo- 
radora del Istmo, a Mexican affiliate, of $21,358,829 at 
December 31, 1970 and $12,579,647 at December 31, 
1969: 

Foreign currency items in the financial statements 
have been converted at the appropriate rates of ex- 
change. 


2. The Company’s policy is to depreciate or amortize 
property, plant and equipment over the estimated lives 
of such assets using either the unit-of-production or 
straight-line method. 

All expenditures on major exploration projects are 
capitalized pending determination of the commercial 
success of the entire project. Projects determined to be 
unsuccessful are written off at the time such determina- 
tion is made. A reserve is provided for expenditures on 
minor exploration projects and general administrative 
expenses relating to overall exploration efforts are 
charged to expense as incurred. 


3. Income tax expense for 1970 includes current Federal, 
state and foreign taxes of $28,550,000 and a net deferred 
tax credit of $2,950,000. Tax expense for 1969 com- 
prised current Federal, state and foreign taxes 
of $13,550,000 and deferred taxes and investment credit 
of $8,800,000. 

In 1970, with the expiration of the Canadian Federal 
income tax exemption, the Kidd Creek operations became 
subject to increased Canadian income taxes. A substan- 
tial portion of the current Canadian income taxes will be 
claimed as a foreign tax credit carryback and accord- 
ingly a portion of the U.S. Federal income tax paid in 
1968 will be recovered. That portion of the carryback 
which is attributed to the 1970 tax loss from non Kidd 
Creek operations (which results from permanent differ- 
ences including percentage depletion), has been cred- 
ited to current income taxes ($2,800,000); the balance 
has been deferred and, together with an expected recov- 
ery of a portion of Federal income taxes paid in 1969 


arising from the anticipated carryback of 1971 foreign 
tax credits, is being amortized to income ($550,000 in 
4970 and $650,000 in 1969) over the estimated life of the 
Kidd Creek property. 

Tax expense for the year 1969 was reduced to the 
extent that the Kidd Creek operations were subject to tax 
at the lower effective U.S. rate afforded qualifying West- 
ern Hemisphere Trade Corporations. 

The Company has deferred to future periods the in- 
come tax effect resulting from timing differences between 
financial statement pretax income and taxable income. 
The deferred tax pertains principally to depreciable plant 
and equipment, development costs incurred on several 
properties, advance net profits payments related to the 
Utah potash property and taxes and royalties included in 
inventories. 

Investment tax credits, (including those initially claimed 
for 1968 and 1969 which are to be refunded due to for- 
eign tax credit carrybacks) available as a credit against 
future Federal income taxes are expected to aggregate 
$7,300,000. The utilization of these investment tax credit 
carryforwards is uncertain at this time. Investment tax 
credits earned are deferred (included in deferred taxes) 
and amortized over the estimated lives of the related 


assets. 
The Company pays a tax on income from its Kidd 


Creek mining operation to the Province of Ontario, Can- 
ada. Whether this tax represents a deduction in arriving 
at U.S. taxable income or a credit against U.S. income 
taxes is unsettled and may not be resolved for many 
years. The Company has claimed this tax as a credit 
against U.S. taxes. Should the tax ultimately be held to 
be a deduction; there will be no significant change in 
4970 income taxes, however, income taxes for 1969 and 
1968 will be increased $4,100,000 and $1,900,000 re- 
spectively. 


4. For certain information regarding long term debt ref- 
erence is made to the first and third paragraphs under 
“Financing” in the Financial Review section of this 
report. 

Interest rates on the Euro-dollar notes range from 
8Y%46% to 10%4% and on the term notes from 5%% to 
534%, 

Agreements relating to the term notes and the 4.70% 
notes contain provisions restricting the payment of cash 
dividends or the acquisition for value of any shares of 
the Company’s stock. Under the most restrictive provi- 
sions of such agreements, retained earnings in the ap- 
proximate amount of $251 ,000,000 at December 31, 1970 
were in excess of such restrictions. Additionally, one of 
the agreements requires the maintenance of $30,000,000 
working capital as defined, which requirement was sub- 


stantially exceeded at December 31, 1970. The agree- 
ments also provide that funded indebtedness, including 


the guarantee of obligations of others for borrowed ~ 


money, may not exceed stockholders’ equity plus de- 
ferred Federal income taxes. 


5. Under a stock option plan approved by the stockhold- 
ers in April 1961, qualified options may be granted to 
officers and employees of the Company and subsidiaries 
to purchase up to 750,000 shares of the Company’s 
stock. Options become exercisable, as to 40 percent 
eighteen months after date of grant, as to 70 percent 
three years after date of grant, and as to 100 percent 
four years after date of grant and expire five years after 
date of grant. 


1970 1969 
During the Option Price Option Price 
year options: Shares _ Per Share _ Shares Per Share _ 
Became 
exercisable 
PASBlOWe. hoes cw 69,800 $25%-431%e 36,900 $25% 
Were granted 
ASM Omcranseiels 154,000 151%6-16'He — = 
Were exer- 
cised as to... — — 31,890 FRG 
Were can- 
celledon.... 6,600 257-4316 18,400 257-4316 


At December 31, 1970 there were 348,900 shares 
under option, 149,300 of which were exercisable at prices 
ranging from $25% per share to $431%6 per share, and 
23,490 shares were available for grant. 

An option to purchase 12,900 shares which is the sub- 
ject of litigation was exercised in 1969. The Company 
will not issue shares pursuant to this option unless per- 
mitted to do so by the final judgment in the litigation. 

There were no changes in contributed capital and 
treasury stock during 1970. In 1969, contributed capital 
increased by $34,683 and treasury stock decreased by 
$116,050 due to the issuance of Company stock under 
the stock option plan. 

In April 1970, shareholders approved a Career Incen- 
tive Stock Plan. Under the Plan awards not to exceed 
250,000 shares may be made out of treasury stock to 
officers and other key employees of the Company and 
its subsidiaries. On December 3, 1970 awards of 37,100 
shares were made under the Plan. An amount equal to 
the fair market value of the shares at the time of the 
awards is being charged to income over the period in 
which the awards will be earned. Accordingly $13,969 
was charged to income during 1970. Shares are trans- 
ferred 20% upon the second anniversary of the award 
and 20% each anniversary thereafter. 


6. The Company and its subsidiaries have a pension plan 
covering substantially all their employees, including em- 
ployees in foreign countries. The total pension expense 
for 1970 and 1969 was $3,250,000 and $3,100,000 re- 
spectively. The Company’s policy is to fund pension cost 
accrued. The market value of the Plan assets, which are 
funded with trustees, exceeded the actuarially computed 
value of vested benefits at December 31, 1970. 


7. The Company (together with others) is a defendant in 
approximately 100 lawsuits in which the plaintiffs claim, 
in essence, that news concerning the Company’s explo- 
ration activities near Timmins was improperly withheld. 
Some of the suits purport to be class actions, and one 
has been declared to be a class action. The plaintiffs 
seek both compensatory and punitive damages. While in 
the opinion of counsel it seems clear that punitive dam- 
ages will not be recovered, these lawsuits present many 
other important unresolved issues of law and fact. During 
1969 a U.S. District Court awarded damages totaling 
approximately $21,000 to plaintiffs in three of these suits. 
Certain other cases were decided in favor of the Com- 
pany. The three adverse decisions have been appealed 
by the Company. If the issues in the various cases were 
ultimately to be resolved adversely to the Company, 
recoveries could be in substantial amounts, but the Com- 
pany has been advised by its counsel that, while the 
outcome is uncertain, in their opinion the Company 
should be successful in the defense of the claims 
against it. 

In 1970 the Company acquired the 10 percent net- 
profits interest in one area of the Kidd Creek Mine which 
had been held by The Royal Trust Company as trustee 
for the estate of Murray Hendrie. This terminated the 
Canadian litigation concerning title to that property. 

In addition, the Company is defending a number of 
other lawsuits. In the opinion of counsel, the Company 
will either be successful in defending this additional liti- 
gation or will incur no material liability which is not pro- 
vided for by insurance or otherwise. 


8. The Company’s net unamortized cost in the Lee Creek 
phosphate mine and facilities less related deferred taxes 
was $70 million at December 31, 1970. In 1969, the North 
Carolina Board of Water and Air Resources proposed to 
issue to the Company a limited permit for the withdrawal 
and use of ground water which would have forced the 
Company to suspend operations at this mine. The Board 
has deferred further consideration of the matter until 
September 1971, by which time it expects to receive a 
report on the ground water situation from a joint study 
group of consultants including representatives of the 
state and industry The Company continues to believe 
this matter will be resolved satisfactorily, and that opera- 
tions at the mine will not be curtailed. 

The Company’s net unamortized cost in the Cane 
Creek potash mine, facilities, and advances less related 
deferred taxes was $40 million at December 31, 1970. 
The future of potash production at this mine will depend 
upon the success of solution mining techniques. Tests 
have béen completed and conversion to solution mining 
is in progress. Based upon such tests and recent im- 
provements in the price structure of potash, the Com- 
pany believes the solution mining techniques will prove 
to be commercially successful. 
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Texas Gulf Sulphur Company and Consolidated Subsidiaries 


Ten Year Financial Summary 


Income 
(in thousands of dollars) 


Royalties interest-and: Other Incomes. «1... or ware 


Operating, delivery and other related costs and expenses, 
including explorauionias 4.4566. eae eee meee 


Selling, general and administrative expenses.............. 
Interest CXOSNSC. satis aa seocemeabuas cue eee eee etre ee 
IMCOMEG TAXCSise, tetra aig ere tote Seen ences aie elie ete 


NGtHINCOMGS 2505 ee eee enh heey he, he cece Ue gene a 


Financial Position 
(in thousands of dollars) 


Working capital: 2: dea eercte shad sere eee rene era 
Mineral-andproductunventonies .ar.--oee = erate ree 
Property; plant_and-equipment—net 24, .2c0-eesee oie eee 
Total assets. oc es eee c nae cnet reer enemies 
Notes payable, less current DOmiOn.... oc.2.-).06 seem eee eee 


stockholders” Gquity, 0% cave sec nese One eee een eer, 


Other Data 


Net, income: Dershare =. 2225 seca. cnet eceen eee ns eerer 


Dividends per:sShanes2 as 8 yA rae ee eee ea eee 
Number Of Stockholderss iy c-trcwsiat ect teeta teria areiees 


Average number of shares outstanding... <1 2222.6... ..2.35- 


*1965 to 1968 restated. As a result of the restatement of exploration 
expense wherein all costs on major projects were capitalized pend- 
ing determination of the success of a project, net income per share 
for 1965-1968 was increased (decreased) from previously reported 
amounts as follows: 1968, $965,000 or $0.03; 1967, $900,000 or 
$0.03; 1966, ($233,000) or ($0.01); 1965, $1,049,000 or $0.04. 


1970 


$283,047 


63,588 
219,459 


10,867 


143,059 
11,649 
7,545 
22,250 
45,823 


182,169 
91,965 
90,204 
57,906 

419,429 

647,010 

119,900 

372,045 


1.51 

60 

79,728 
30,386,007 


1969 


$301,769 


62,466 
239,303 


10,760 


147,574 
11,801 
6,872 
22,350 
61,467 


226,170 

50,704 
175,466 

49,240 
310,215 
576,190 
117,346 
344,454 


2.02 

00 

72,149 
30,384,352 


1968* 


$309,915 


43,957 
265,958 


7,953 


155,932 
10,391 
6,603 


29,500 


71,485 


199,489 

46,220 
153,269 

37,611 
300,179 
528,891 
125,500 
299,549 


2.36 

33% 
62,001 
30,323,681 


1967* 


$253,099 


30,356 
222,743 


3,778 


125,864 
10,120 
6,835 
20,700 
63,002 


92,698 
22,986 
69,712 
23,999 
295,245 
417,936 
115,000 
237,238 


2.08 

133 
48,529 
30,223,094 


1966* 


$132,718 
2,381 
130,337 


3,338 


84,415 
9,765 
4,732 
6,900 

27,863 


57,254 
23,725 
33,529 
18,628 
278,410 
364,604 
135,000 
liye 29 


92 

13% 
49,553 
30,126,680 


64,500 
12,043 
52,458 
19,738 
148,862 
242,883 
55,000 
153,036 


64 

A3¥s 
47,911 
30,055,922 


97,204 
10,033 
87,171 
24,026 
92,380 
220,643 
55,000 
137,382 


.38 

13% 
50,821 
30,037,566 


1963 


$ 62,249 


62,249 
R327 


47,625 
5,047 


64,772 
ite LO 
46,975 
PITA LIE 
72,732 
187,283 


PASE T/A 2) 


Sl 

mous 
64,918 
30,047,814 


1962 


So) 


58,971 


58,971 
1,881 


40,569 
4,396 
3,750 

12137 


55,826 
4,397 
51,429 
30,315 
62,111 
141,601 


124,512 


40 

18% 
71,829 
30,060,000 


1961 


$ 58,949 


58,949 
be SISW/ 


39,607 
4,006 


75,241 
6,375 
68,866 
28,534 
41,857 
133,875 


117,886 


42 

33 ¥3 

TE RSISYE 
30,060,000 


Officers and Staff 


Claude O. Stephens 


Chairman of the Board 


Charles F. Fogarty 


President 


David M. Crawford 


Secretary and Manager of Public and 
Government Relations 


H. V.W. Donohoo 


Vice President, Agricultural Division, 
Raleigh, North Carolina 


James W. Estep 
Vice President and General Manager, 
Gas Division, Calgary, Alberta 


John W. Hall, Jr. 
Vice President, Marketing 


Walter Holyk 
Vice President, Exploration 
Toronto, Ontario 


Harold B. Kline 


Vice President and General Counsel 


Gordon N. McKee, ur. 


Treasurer 


E. Orys Mason 


Vice President, Frasch Sulphur Division, 
Houston, Texas 


Walter F. Meyer 


Controller 


Richard D. Mollison 


Vice President, Metals Division, 
Toronto, Ontario 


Administrative Arthur A. Berger Office Manager 
Kenneth J. Kutz Assistant to the President and Manager of Australian Iron Projects 
Employee — GinoP. Giusti Manager 
Relations Thomas G. Downing Assistant Manager 
William O. Britt Compensation Manager 
F. Wayne White Employee Benefits and Payroll Manager 
Exploration 


Oil, Gas and Sulphur Frank R. Moulton, ur. 
Elgin D. Bell 
Weyman W. Crawford 
Richard E. Oppel 


James B. West 


General Manager, Houston 

Regional Manager, Calgary 

Regional Manager, Houston 

Resident Manager, Tananarive, Malagasy Republic 
Resident Manager, Dakar, Senegal, Africa 


Other Minerals J. Russell Loudon Regional Manager, Johannesburg, South Africa 


Finance 


Legal 
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George W. Mannard 
James A. L. White 


James A. Campbell 
Clayton L. Cooper 
John T. Duffy 
James J. Finn 
Robert P. Hedley 
John E. Johnson 
William F. Seamon 


Joseph C. Brown 


Meredith P. Crawford, ur. 


George W. Hugo 
Earl L. Huntington 
David L. James 
Ted G. White 
Charles W. Wilder 


Regional Manager, Toronto 
Regional Manager, Denver, Colorado 


Assistant Controller—Taxes 

Assistant Controller—Data Processing 
Assistant Controller—Audits & Budgets 
Assistant Controller—General Accounting 
Assistant Treasurer 

Assistant Treasurer 

Credit Manager 


Assistant General Counsel and Assistant Secretary, Houston 


Assistant Tax Counsel 

Counsel, Houston 

Counsel and Assistant Secretary 
Counsel 

Counsel, Houston 

Counsel and Assistant Secretary 


Public Relations 


Research 
and Engineering 


Marketing 
Advertising 


Marketing Research 


Transportation and 
Distribution 


Operations 


Agricultural Division 


Phosphate Operations 


Potash Operations 


Armstrong Forest Division 


William D. Askin 
Leo T. Tarpey 


James R. West 
Harry G. Bocckino 
Robert J. Boyle 
Arthur Gloster 
Jack H. McLellan 


Jerry L. Cramer 
Charles S. Bryk 


Serge L. Levitsky 
James A. Orser 


Stephen F. Gilmore 
Wilson R. Atwood 
William A. Carson 
Lewis Johnson 
William H. Johnston 
R. C. Ballard Trigg 
Robert L. Vordick 
Maurice S. Weber 


Editor, Golden Triangle Magazine, Houston 
Assistant, Public Relations 


Manager 

Assistant Manager 
Assistant Manager 
Assistant Manager 
Assistant Manager 


Manager 
Assistant Manager 


Manager 
Assistant Manager 


General Manager, Houston 

Rail Equipment Manager, Houston 
Cost and Planning Manager, Houston 
Marine Equipment Manager, Houston 
Distribution Manager, Houston 
Transportation Manager, Houston 
Terminals Manager 

Rail/Motor Rates Manager, Houston 


Raleigh, North Carolina 


Bryan W. Guess 


Samuel E. Hardwick, dr. 


Jack T. Jones 
Charles T. Odum, Jr. 
John H. Wiley 


Aurora, North Carolina 


David C. Edmiston, Jr. 
John G. Althouse 
June W. Crawford 
Harvey A. Franz, Jr. 
Robert F. Malkemes 
Earl M. Mason 

John S. Myrick 
James R. Paden 
John R. Pyburn 
Brooks M. Whitehurst 
Thomas J. Wright 


Moab, Utah 

Bill L. Bessinger 
Calvin C. Baughman 
Robert L. Curfman 
Anthony J. Fratto 
George W. Gay 
Robert F. Mashaw 
Frank J. Peternell 
Gary C. Pickard 


Richard C. Reynolds, Jr. 


Everett L. Schumaker 


International Sales Manager, Fertilizer Materials 

Northeast Sales Manager, Fertilizer Materials, Richmond, Va. 
Southeast Sales Manager, Fertilizer Materials, Atlanta, Ga. 
Midwest Sales Manager, Fertilizer Materials, Oakbrook, III. 
Marketing Manager, Fertilizer Materials 


General Manager 

Mine Superintendent 

Engineering Superintendent 

Chief Accountant 

Maintenance Superintendent 
Purchasing Agent 

Acid Plants Superintendent 
Fertilizer Plants Superintendent 
Employee Relations Superintendent 
Technical Services Superintendent 
Mill Superintendent 


General Manager 

Maintenance Superintendent, Field 
General Superintendent 
Maintenance Superintendent, Plant 
Plant Superintendent 

Mine Superintendent 

Safety Supervisor 

Chief Accountant 

Employee Relations Supervisor 
Purchasing Agent 


Trona Project, Granger, Wyoming 


Robert E. Clagett 
Herbert S. Price 


Johnsonburg, Pennsylvania 


Arthur L. Bennett 


Sales Manager, Industrial Chemicals, New York 
Project Manager (Acting) 


General Manager 


Texas Gulf Sulphur Company 200 Park AVENUE, NEW YORK, N.Y. 10017 


